Monday 

January  19,  1981 


Part  V 

Department  of 
Education _ 

Pell  Grant  Program;  Family  Contribution 
Schedules 


5320 


Federal  Register  /  Vol.  46,  No.  12  /  Monday,  January  19,  1981  /  Rules  and  Regulations 


DEPARTMENT  OF  EDUCATION 

34  CFR  Part  690 

Pell  Grant  Program,  Family 
Contribution  Schedules 

AGENCY:  Department  of  Education. 
ACTION:  Final  regulations. 

SUMMARY:  These  final  regulations 
establish  the  1981-82  award  year  Family 
Contribution  Schedules — the  formulas 
used  in  determining  student  eligibility 
on  the  basis  of  financial  need  for  the 
Pell  Grant  (formerly  Basic  Educational 
Opportunity  Grant)  Program.  They 
include  a  number  of  revisions  to  the 
1980-81  award  year  Family  Contribution 
Schedules.  These  revisions  are  intended 
to  accomplish  a  number  of  objectives. 
First,  some  changes  were  needed  to 
update  requirements  of  these  regulations 
since — as  annual  regulations — they  are 
written  with  respect  to  a  given  award 
period.  Second,  some  changes  were 
necessary  to  address  concerns  and 
possible  inequities  that  have  been 
identified  by  members  of  the  financial 
aid  community  and  Congress  regarding 
the  treatment  of  the  income  of 
dependent  students.  Additionally,  these 
regulatios  also  revise  the  definition  of 
an  “independent  student”  for  the  Pell 
Grant  Program.  An  identical  change  in 
this  definition  for  the  three  campus- 
based  programs  (the  National  Direct 
Student  Loan,  Supplemental  Educational 
Opportunity  Grant,  and  College  Work- 
Study)  has  been  recently  published  in 
the  Federal  Register  as  part  of  the  new 
regulations  for  those  programs. 

EFFECTIVE  DATE:  These  regulations  are 
expected  to  take  effect  45  days  after 
they  are  transmitted  to  Congress. 
Regulations  are  usually  transmitted  to 
Congress  several  days  before  they  are 
published  in  the  Federal  Register.  The 
effective  date  is  changed  by  statute  if 
the  Congress  disapproves  the 
regulations  or  takes  certain 
adjournments.  It  should  be  noted, 
however,  that  these  regulations  apply 
only  to  Pell  Grants  made  for  the  period 
of  July  1, 1981  through  June  30, 1982.  If 
you  want  to  know  the  effective  date  of 
these  regulations,  call  or  write  the 
Department  of  Education  contact 
person. 

FOR  FURTHER  INFORMATION  CONTACT: 

William  L.  Moran,  Chief,  Basic  Grant 
Policy  Section,  or  David  Morgan,  Basic 
Grant  Program  Specialist,  Division  of 
Policy  and  Program  Development,  ROB- 
3,  Room  4318,  400  Maryland  Avenue, 
S.W.,  Washington,  D.C.  20202.  (202)  472- 
4300. 


SUPPLEMENTARY  INFORMATION: 

General  Background 

The  proposed  Family  Contribution 
Schedules  for  award  year  1981-82  were 
published  in  the  Federal  Register  as  a 
notice  of  proposed  rulemaking  (NPRM) 
on  August  1, 1980.  Copies  of  the  NPRM 
were  mailed  to  participating 
postsecondary  institutions  and  to 
various  educational  organizations,  and 
public  comment  was  solicited. 

The  public  comments  that  were 
received  on  the  NPRM  and  the 
Department  of  Education’s  responses  to 
those  comments  are  summarized  in  the 
appendix  to  this  Federal  Register 
document. 

The  Education  Amendments  of  1980 
do  not  apply  to  the  1981-82  Family 
Contribution  Schedules. 

The  provisions  in  the  Education 
Amendments  of  1980  which  affect  the 
Family  Contribution  Schedules  for  the 
Pell  Grant  and  campus-based  student 
assistance  programs,  National  Direct 
Student  Loan,  College  Work-Study  and 
Supplemental  Educational  Opportunity 
Grant  are  effective  starting  with  the 
1982-83  award  year.  Thus  they  do  not 
apply  to  the  1981-82  award  year. 

I.  Summary  of  Major  Changes. 

1.  The  family  size  offsets  included  in 
the  Family  Contribution  Schedules 
represent  amounts  needed  to  provide  for 
basic  family  expenses  which  must  be 
met  before  any  contribution  toward  a 
student's  educational  costs  can  be 
expected.  In  order  to  establish  a 
standard  for  determining  the  amount  of 
these  expenses,  the  Pell  Grant  program 
adopted  during  its  initial  year  of 
operation  the  “Weighted  Average 
Thresholds  of  Low  Income  Level” 
developed  by  the  Social  Security 
Administration  and  published  by  the 
Bureau  of  the  Census.  These  expenses 
are  based  on  the  food  costs  of  families 
of  given  sizes,  and  on  certain 
assumptions  about  additional  expenses 
for  shelter  and  other  family  needs. 

These  baseline  data  have  been  updated 
annually  to  accommodate  the  increases 
in  the  Consumer  Price  Index  published 
by  the  Bureau  of  Labor  Statistics  of  the 
Department  of  Labor. 

In  applying  for  Pell  Grants  for  the 
1981-82  award  year,  applicants  will 
report  actual  financial  data  for  the 
calendar  year  1980,  i.e.,  the  "base  year” 
for  the  1981-82  award  year.  To  derive 
the  family  size  offsets  for  the  1980  base 
year,  those  used  for  1979  have  been 
adjusted  to  correspond  to  the  12.6 
percent  increase  in  the  Consumer  Price 
Index  published  by  the  Bureau  of  Labor 
Statistics  at  the  end  of  the  year. 

2.  The  dependent  student  offset  is  (a) 
an  offset  from  the  effective  income  of  a 


dependent  student  and  his  or  her  spouse 
to  meet  the  basic  needs  of  the  student 
and  spouse,  plus  (b)  the  portion  of 
negative  parental  discretionary  income 
that  will  not  be  used  to  offset  the 
contribution  from  parental  assets.  For  a 
single  dependent  student,  the  part  of  the 
offset  described  in  clause  (a)  is  derived 
by  subtracting  from  the  family  size 
offset  for  a  single  independent  student 
the  average  parental  share  for 
maintenance  expenses  for  the  student 
which  is  already  a  part  of  the  parent’s 
family  size  offset.  The  average  parental 
share  is  the  average  increase  in  the 
family  size  offset  for  each  family 
member  above  one.  For  a  married 
dependent  student,  the  part  of  the  offset 
described  in  clause  (a)  equals  the  family 
size  offset  for  a  single  independent 
student. 

The  part  of  the  dependent  student 
offset  described  in  clause  (a)  has  also 
been  increased  to  reflect  the  rise  in  the 
Consumer  Price  Index  in  the  same 
fashion  that  the  family  size  offsets  were 
increased. 

3.  One  other  figure  that  has  been 
updated  is  the  dollar  support  figure  that 
is  used  in  one  of  the  criteria  for 
determining  the  independent  status  of 
the  student.  For  the  1980-81  award  year, 
the  determination  of  the  student’s 
independent  status  was  based  on 
negative  answers  to  all  of  the  following 
questions: 


In  1979 

In  1980 

Yes  No 

Yes  No 

Did  or  will  the  student  live 
with  the  parents  tor 

more  than  six  weeks . 

Did  or  will  the  parents 
claim  the  student  as  an 

income  tax  exemption . 

Did  or  will  the  student  re¬ 
ceive  more  than  $750 
worth  of  support  from 
the  parents . 

For  1981-82,  of  course,  the  years  in 
question  are  1980  and  1981. 

Of  these  three  criteria  for  the 
determination  of  a  student’s 
independent  status,  the  criterion  that 
has  been  changed  is  the  question  of 
whether  or  not  the  student’s  parents 
have  provided  him  or  her  with  more 
than  a  certain  amount  of  support.  The 
amount  in  the  question  has  been  raised 
from  $750  to  $1,000.  The  reason  for  this 
change  is  that  the  support  amount  has 
generally  been  tied  to  the  Internal 
Revenue  Service’s  personal  exemption 
amount  which  has  been  increased  to 
$1,000.  In  other  words — with  respect  to 
this  criterion — where  previously  a 
student  would  be  dependent  if  his  or  her 
parents  contributed  more  than  $750  in 
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support  to  him  or  her,  for  the  1981-82 
award  year,  the  student  would  be 
dependent  only  if  the  parents  provided 
more  than  $1,000  in  support. 

II.  Changes  Related  to  the  Assessment 
of  Dependent  Student  Income. 

1.  Expansion  of  the  definition  of 
“Dependent  of  the  student’s  parents.” 

For  the  1980-81  award  year,  a  person 
met  the  criteria  of  that  definition  if  he  or 
she  was — 

(a)  The  student, 

(b)  Any  of  the  student’s  siblings  who 
qualified  as  dependent  students  (with 
respect  to  the  same  parent(s)  as  the 
student  was  dependent  on)  and  was 
attending  an  institution  of  higher 
education  on  at  least  a  half-time  basis, 
and 

(c)  Any  of  the  following  persons  for 
whom  the  parents  provided  more  than 
one-half  support  during  the  1980-81 
award  year: 

(1)  Other  children  of  the  student’s 
parents,  or 

-42)  Other  persons  (except  the  student’s 
spouse)  living  with  the  parents. 

For  1981-82  another  category  of 
persons  has  been  added.  If  a  dependent 
student  has  any  dependent  children, 
they  will  also  be  considered  to  be 
dependents  of  the  student’s  parents. 

This  expansion  is  being  made  in 
response  to  concerns  expressed  about 
the  treatment  of  the  earnings  of 
dependent  students  who  have  their  own 
incomes,  but  who  also  have  dependents 
of  their  own.  For  the  1980-81  award 
year,  the  income  of  the  dependent 
student  was  assessed.  However,  while 
there  was  an  offset  against  that  income 
for  both  the  student  and  his  or  her 
spouse,  there  were  no  additional  offsets 
for  additional  dependents.  Thus,  in  some 
cases,  for  those  dependent  students  with 
dependents  of  their  own,  the  1980-81 
formula  produced  an  inequitable 
determination  of  their  need. 

Although  we  were  aware  that  the 
occurrence  of  this  inequity  was  a 
possibility  when  the  1980-81  rule  was 
drafted,  we  anticipated  that  it  would 
occur  only  rarely.  Thus,  since  the 
program  is  formula  based,  and  not 
expected  to  accommodate  all  possible 
situations,  the  decision  was  made  not  to 
provide  additional  offsets  for 
dependents  of  the  dependent  student. 

However,  based  upon  correspondence 
that  we  have  received  since  the 
publication  of  the  original  1980-81  final 
Family  Contribution  Schedules  on  April 
30, 1980,  we  have  become  aware  that 
dependent  students  with  dependents 
exist  in  somewhat  greater  numbers  than 
we  expected. 

The  Pell  (Basic)  Grant  application 
form  does  not  collect  data  on  the 
number  of  dependents  that  a  dependent 


student  has.  While  the  number  of 
dependent  students  having  dependents 
of  their  own  appears  to  be  large  enough 
to  warrant  action  on  the  part  of  the 
Department  of  Education  to  help 
alleviate  potential  inequities  in  the 
determination  of  need,  that  number  is 
not  large  enough  to  warrant  a  change  in 
the  Pell  (Basic)  Grant  application.  The 
major  thrust  in  the  design  and 
development  of  the  application  is  to 
shorten  and  simplify  it  as  much  as 
possible.  Thus,  because  of  the  relatively 
few  dependent  students  who  have 
dependent  children,  the  Secretary  has 
decided  not  to  add  an  additional 
question  on  the  application  requesting 
that  information.  Rather,  dependents  of 
the  dependent  student  will 
automatically  be  included  in  the  family 
size  of  the  parents  of  the  dependent 
student.  By  including  these  extra 
dependents  in  the  category  of  the 
student’s  parent’s  dependents, 
additional  offsets  will  be  allowed 
against  the  parental  income. 

In  addition,  the  definition  of  the 
dependent  of  the  student’s  parents  was 
clarified  in  the  final  regulations  to 
indicate  that  the  spouse  of  the 
dependent  student  should  not  be 
included  in  the  family  size  of  the 
parents.  An  additional  offset  for  a 
spouse  is  already  provided  against  the 
resources  of  the  student  and  spouse. 

2.  Increase  in  the  dependent  student 
offset  for  those  students  whose  parents 
have  a  negative  income. 

Actually,  this  does  not  represent  a 
change  from  the  1980-81  schedule,  since 
the  same  concept  was  published  as  a 
revision  to  the  1980-81  schedule. 
However,  since  it  is  a  change  from  what 
was  originally  published  as  the  1980-81 
formula,  the  following  information  is 
provided.  For  the  1981-82  award  year, 
the  dependent  student’s  offset  is  $3,000 
for  a  single  student  and  $4,350  for  a 
married  student. 

The  appropriate  dependent  student 
offsets  will  be  increased  in  those 
instances  where  parental  income  is  so 
low  that  it  produces  negative 
discretionary  income.  "Negative 
discretionary  income,”  under  the  Pell 
Grant  Family  Contribution  Schedule,  is 
produced  when  the  sum  of  the  offsets 
against  income  provided  in  §  690.34  plus 
the  Federal  taxes  paid  by  the  parents 
exceeds  the  parents’  income.  In  the 
current  regulation  the  parents’  negative 
discretionary  income  is  used  as  an  offset 
against  any  contribution  from  parental 
assets.  (See  §  690.35(d).)  Under  this 
revision  the  amount  of  negative 
discretionary  income  that  will  not  be 
used  as  an  offset  against  assets  will  be 
added  to  the  normal  dependent  student 
offset. 


For  example,  if  the  parental  effective 
family  income  is  $10,000  (adjusted  gross 
income  of  $11,000  and  Federal  income 
tax  paid  of  $1,000)  and  the  sum  of  the 
family  size  offset  and  other  offsets 
equals  $12,000,  the  parents  would  have  a 
negative  discretionary  income  of  $2,000 
($10,000  of  income  minus  $12,000  of 
offsets). 

If  the  pajents  have  less  than  $25,000  in 
net  assets,  there  would  be  no 
contribution  from  parental  assets.  Thus, 
none  of  the  negative  $2,000  would  be 
used  to  offset  the  normal  contribution 
from  parental  assets  (§  690.35). 

Therefore,  the  entire  $2,000  amount  of 
negative  discretionary  income  would  be 
added  to  the  normal  dependent  student 
offset  (either  $3,000  or  $4,350).  This 
would  make  the  dependent  student 
offsets  for  a  married  dependent  student 
in  this  example  $6,350, 

($4,350  +  $2,000  =  $6,350).  That  $6,350 
figure  would  be  subtracted  from  the 
dependent  student  income  figure  before 
the  25  percent  assessment  step  is 
performed.  For  a  single  dependent 
student  in  this  example,  a  $5,000  offset 
would  be  subtracted  from  dependent 
student  income  before  the  75  percent 
assessment  step  is  performed 
($3,000  +  $2,000  =  $5,000.) 

This  revision  is  intended  to  address 
the  situation  where  a  dependent  student 
with  a  fairly  substantial  income  of  his  or 
her  own  is  a  member  of  an  impoverished 
family  and,  consequently,  uses  a  portion 
of  his  or  her  own  income  to  help  support 
that  family.  The  additional  offset  for 
that  dependent  student  takes  into 
consideration  the  contribution  by  the 
student  of  a  portion  of  his  or  her  income 
to  help  support  the  family. 

3.  Assessment  of  dependent  student 
income  when  there  is  a  substantial 
decline  in  this  income  for  the  1981-82 
school  year  (June  1, 1981-May  31, 1982). 

A  criterion  for  the  use  of  estimated 
income  was  proposed  in  the  Notice  of 
Proposed  Rulemaking  (August  1, 1980). 
This  criterion  applied  to  dependent 
students  who  were  employed  full-time 
for  at  least  30  weeks  in  1980,  and  were 
no  longer  employed  full-time  in  1981  or 
1982. 

As  a  result  of  many  comments  we 
received  concerning  students  employed 
part-time  and  students  employed  for  less 
than  30  weeks,  a  different  procedure  has 
been  developed  to  account  for  drastic 
changes  in  dependent  student  income.  If 
a  student  enters  on  the  original  1981 
application  form  an  income  amount  for 
the  1981-82  school  year  (June  1, 1981- 
May  31, 1982)  which  falls  below  the 
income  he  or  she  received  in  1980  by  at 
least  40  percent,  the  Secretary  will  use 
the  estimated  1981-82  school  year 
income  rather  than  base  year  income  to 
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determine  the  amount  of  that  student's 
effective  student  income. 

IV.  Change  in  the  Name  of  the 
Program. 

The  Pell  Grant  Program  is  the  new 
name  for  the  Basic  Educational 
Opportunity  Grant  Program.  The 
Department  of  Education  plans  to 
implement  the  change  in  the  name  of  the 
program  from  Basic  Grants  to  Pell 
Grants  as  soon  as  possible.  In  making 
the  transition,  however,  we  want  to 
make  every  effort  to  avoid  confusion 
among  the  more  than  five  million 
students  who  apply  for  these  grants 
every  year,  and  also  to  avoid  imposing 
additional  costs  on  postsecondary 
educational  institutions,  need  analysis 
services,  and  other  agencies  by  requiring 
the  reprinting  of  applications  and 
informational  materials.  The  need 
analysis  services  participating  in 
Multiple  Data  Entry  and  many 
postsecondary  educational  institutions 
have  already  printed  their  materials  for 
the  1981-82  academic  year  in  order  to 
meet  deadlines  for  institutional 
admissions  calendars. 

Since  many  agency  and  institutional 
forms  and  materials  for  the  1981-82 
award  year  have  already  printed  using 
the  term  “Basic  Grants,”  we  will 
continue  to  use  that  term  for  1981-82  on 
the  Federal  materials  sent  to  students. 
This  will  avoid  the  confusion  of  having 
the  program  referred  to  by  two  different 
names  in  the  same  year.  During  1981-82 
we  will  publish  a  series  of 
announcements  about  the  name  change. 
These  announcements  will  be  directed 
to  current  and  potential  applicants,  to 
members  of  the  financial  aid  community, 
and  to  the  general  public.  The  training 
programs  began  in  November  1980, 
which  are  directed  toward  the  1981-82, 
award  year  will  emphasize  the  new 
name.  Beginning  with  the  1982-83  award 
year,  all  materials  concerning  the 
program  must  refer  to  “Pell  Grants. 

(Catalog  of  Federal  Domestic  Assistance  No. 
84.063,  Pell  (Basic)  Grant  Program.) 

Dated:  January  13, 1981. 

Shirley  M.  Hufstedler, 

Secretary  of  Education. 

PART  690— PELL  GRANT  PROGRAM 

Subparts  C  and  D  of  Part  690  of  Title 
34  of  the  Code  of  Federal  Regulations 
are  revised  to  read  as  follows: 

Subpart  C— Expected  Family  Contribution 
for  a  Dependent  Student 

Sec. 

690.31  Indicators  of  financial  strength. 

690.32  Special  definitions. 

690.33  Effective  family  income. 

690.33a  Effective  student  income. 


690.34  Computation  of  the  expected  family 
contribution  for  a  dependent  student 
from  the  effective  family  income. 

690.34a  Computation  of  the  expected  family 
contribution  for  a  dependent  student 
from  the  effective  student  income. 

690.35  Computation  of  the  expected 
contribution  from  parental  assets. 

690.36  Computation  of  the  expected 
contribution  from  effective  family  income 
and  parental  assets,  adjusted  for  the 
number  of  family  members  enrolled  in 
programs  of  postsecondary  education. 

690.37  Computation  of  the  expected 
contribution  from  the  assets  of  the 
dependent  student  (and  spouse). 

690.38  Computation  of  the  total  expected 
family  contribution. 

690.39  Extraordinary  circumstances 
affecting  the  expected  family 
contribution  determination  for  a 
dependent  student. 

Subpart  D — Expected  Family  Contribution 
for  an  Independent  Student 

690.41  Indicators  of  financial  strength. 

690.42  Special  definitions. 

690.43  Effective  family  income. 

690.44  Computation  of  the  expected  family 
contribution  for  an  independent  student 
from  the  effective  family  income. 

690.45  Computation  of  the  expected 
contribution  from  the  assets  of  the 
independent  student  (and  spouse). 

690.46  Computation  of  the  total  expected 
contribution  from  the  income  and  assets 
of  the  independent  student  (and  spouse), 
adjusted  for  the  number  of  family 
members  enrolled  in  programs  of 
postsecondary  education. 

690.47  [Reserved] 

690.48  Extraordinary  circumstances 
affecting  the  expected  family 
contribution  determination  for  an 
independent  student. 

Subpart  C— Expected  Family 
Contribution  for  a  Dependent  Student 

§  690.31  Indicators  of  financial  strength. 

“Expected  family  contribution”  for  a 
dependent  student  means  the  amount 
that  the  student  and  his  or  her  family 
may  reasonably  be  expected  to 
contribute  toward  the  cost  of  his  or  her 
education  for  an  award  period.  Each  of 
the  following  elements  of  financial 
strength  will  be  considered  in 
determining  the  family  contribution  for  a 
dependent  student; 

(a)  The  effective  incomes  of  (1)  the 
student  and  his  or  her  spouse,  and  (2) 
the  student’s  parent(s). 

(b)  The  number  of  family  members  in 
the  household  of  the  student’s  parent(s). 

(c)  The  number  of  family  members  in 
the  household  of  the  student’s  parent(s) 
who  are  enrolled  in,  on  at  least  a  half¬ 
time  basis,  a  program  of  postsecondary 
education. 

(d)  The  assets  of  (1)  the  student  and 
his  or  her  spouse,  and  (2)  the  student's 
parent(s). 

(e)  The  marital  status  of  the  student. 


(f)  The  unusual  medical  expenses  of 
the  student’s  parents. 

(g)  The  additional  expenses  incurred 
when  both  parents  of  the  student  are 
employed  or  when  a  family  is  headed  by 
a  single  parent  who  is  employed. 

(h)  The  tuition  paid  by  the  student’s 
parents  for  dependent  children,  other 
than  the  student,  who  are  enrolled  in  an 
elementary  or  secondary  school. 

(20  U.S.C.  1070a(a)(3)(B)(ii)) 

§  690.32  Special  definitions. 

For  purposes  of  this  subpart: 

“Assets”  means  cash  on  hand, 
including  amounts  in  checking  and 
savings  accounts,  trusts,  stocks,  bonds, 
other  securities,  real  estate,  home  (if 
owned),  income  producing  property, 
business  equipment,  and  business 
inventory. 

However,  for  Native  American 
students,  the  following  shall  not  be 
considered  as  an  asset  of  the  student  or 
his  or  her  family  in  determining  the 
expected  family  contribution: 

(a)  Any  property  received  under  the 
Distribution  of  Judgment  Funds  Act  (25 
U.S.C.  1401,  et  seq.)  or  the  Alaska 
Native  Claims  Settlement  Act  (43  U.S.C. 
1601,  et  seq.), 

(b)  Any  property  that  may  not  be  sold 
or  encumbered  without  the  consent  of 
the  Secretary  of  Interior,  or 

(c)  Any  other  property  held  in  trust  for 
the  student  or  his  family  by  the  United 
States  Government. 

“Business  assets”  means  property  that 
is  used  in  the  operation  of  a  trade  or 
business,  including  real  estate, 
inventories,  buildings,  machinery  and 
other  equipment,  patents,  franchise 
rights,  and  copyrights. 

“Dependent  of  the  student’s  parents” 
means: 

(a)  The  student, 

(b)  Any  of  the  student’s  dependent 
children, 

(c)  Dependent  children  of  the 
student’s  parents  including  those 
children  who  have  been  determined  as 
to  be  “dependent  students”  when 
applying  for  Title  IV  student  assistance, 
and 

(d)  Other  persons  (except  the 
student’s  spouse)  who  live  with  and 
receive  more  than  one-half  of  their 
support  from  the  parents  and  will 
continue  to  receive  more  than  half  of 
their  support  from  the  parents. 

"Dependent  student”  means  any 
student  who  does  not  qualify  as  an 
independent  student  as  defined  in 
§  690.42(a). 

“Dependent  student  offset”  means  (a) 
an  offset  from  the  effective  income  of  a 
dependent  student  and  his  or  her  spouse 
to  meet  the  basic  needs  of  the  student 
and  spouse,  plus  (b)  the  portion  of 
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negative  parental  discretionary  income 
that  will  not  be  used  to  offset  the  normal 
contribution  from  parental  assets. 

“Effective  family  income"  and 
“effective  income  of  the  student  and 
spouse”  are  described  in  §  §  690.33  and 
690.33a  respectively. 

(20  U.S.C.  1070a(a)(3)(B)(iii}) 

“Employment  expense  offset”  means 
an  allowance  to  meet  expenses  relating 
to  employment  when  both  parents  are 
employed  or  when  one  parent  qualifies 
as  a  surviving  spouse  or  as  head  of  a 
household  under  section  2  of  the 
Internal  Revenue  Code. 

(20  U.S.C.  1070a(a)(3)(B)(ii)(V)) 

“Family  size  offset”  means  an 
allowance  to  meet  the  subsistence 
expenses  of  a  family,  including  food, 
shelter,  clothing,  and  other  basic  needs. 
This  offset  is  derived  from  the 
“Weighted  Average  Thresholds  at  the 
Low  Income  Level,”  as  developed  by  the 
Social  Security  Administration. 

“Farm  assets”  means  any  property 
owned  and  used  in  the  operation  of  a 
farm  for  profit,  including  real  estate, 
livestock,  livestock  products,  crops,  farm 
machinery,  and  other  equipment 
inventories.  A  farm  is  not  considered  to 
be  operated  for  profit  if  crops  or 
livestock  are  raised  mainly  for  the  use  of 
the  family,  even  if  some  income  is 
derived  from  incidental  sales. 

“Federal  income  tax”  means  (a)  the 
tax  on  income  paid  to  the  U.S. 
Government  under  chapter  2  of  the 
Internal  Revenue  Code,  or  (b)  the  tax  on 
income  paid  to  the  Governments  of 
Puerto  Rico,  Guam,  American  Samoa, 
the  Virgin  Islands,  the  Northern  Mariana 
Islands,  or  the  Trust  Territory  of  the 
Pacific  Islands  under  the  laws 
applicable  to  those  jurisdictions,  or  (c) 
the  comparable  taxes  paid  to  the  central 
government  of  a  foreign  country. 

“Legal  guardian"  means  an  individual 
who  has  been  appointed  by  a  court  to  be 
a  legal  guardian  of  a  person  and  who  is 
specifically  required  by  the  court  to  use 
his  or  her  own  financial  resources  to 
support  that  person. 

(20  U.S.C.  1070a(a)(3)(B)(iiiJ) 

“Medical  expenses"  means 
unreimbursed  medical  and  dental 
expenses,  except  premiums  for  medical 
insurance,  that  may  be  deducted  under 
section  213  of  the  Internal  Revenue 
Code  that  were  paid  in  1980,  unless  the 
student  files  an  application  with  the 
Secretary  under  the  provisions  of 
§  690.39.  In  that  case  the  expenses 
reported  are  those  paid  in  1981. 

"Net  assets"  means  the  current 
market  value  at  the  time  of  application 
of  the  assets  included  in  the  definition  of 
“assets”  minus  the  outstanding 


liabilities  (indebtedness)  against  those 
assets. 

“Parent"  means  the  student’s  mother, 
father  or  legal  guardian.  An  adoptive 
parent  is  considered  to  be  the  student's 
mother  or  father. 

(20  U.S.C.  1070a(a)(3)(B)  unless  otherwise 
noted) 

§  690.33  Effective  family  income. 

(a)  Effective  family  income  is  the 
annual  adjusted  family  income  minus 
the  Federal  income  tax  paid  or  payable 
for  the  year  that  adjusted  gross  income 
is  used  in  the  calculation  of  the  student’s 
Pell  Grant. 

(b)  “Annual  adjusted  family  income” 
means,  except  as  provided  in 
paragraphs  (c),  (d),  (e),  (f),  and  (g)  of  this 
section,  and  §  690.39 — 

(1)  The  sum  received  in  1980  by  the 
student’s  parents  from — 

(1)  Adjusted  gross  income,  as  defined 
in  section  62  of  the  Internal  Revenue 
Code; 

(ii)  Investment  income  upon  which  no 
Federal  income  tax  need  be  paid.  An 
example  of  such  income  is  the  interest 
on  municipal  bonds;  and 

(iii)  Other  income  upon  which  no 
Federal  income  tax  is  paid.  Examples  of 
such  income  include  child  support 
payments,  income  from  income 
maintenance  programs  such  as  welfare 
benefits,  and  Social  Security  benefits; 

(2)  Any  Social  Security  benefits  paid 
to  the  student  in  1980;  and 

(3)  One-half  of  any  veteran’s  benefits 
to  be  paid  to  the  student  under  chapters 
34  and  35  of  the  United  States  Code  for 
the  1981-82  award  period. 

(c)  For  a  Native  American  student,  the 
annual  adjusted  family  income  does  not 
include  the  income  received  by  the 
student's  parents  under  the  Distribution 
of  Judgment  Funds  Act  (25  U.S.C.  1401, 
et  seq.)  or  the  Alaska  Native  Claims 
Settlement  Act  (43  U.S.C.  1601,  et  seq.). 

(d)  For  a  student  whose  parents  are 
divorced  or  separated,  the  following 
procedures  apply  for  reporting  a 
parent’s  income  to  determine  the  annual 
adjusted  family  income — 

(1)  Report  only  the  income,  as 
described  in  paragraph  (b)  of  this 
section,  of  the  parent  with  whom  the 
student  resided  for  the  greater  portion  of 
the  12  month  period  preceding  the  date 
of  the  application. 

(2)  If  the  preceding  criterion  does  not 
apply,  report  only  the  income  of  the 
parent  who  provided  the  greater  portion 
of  the  student’s  support  for  the  12  month 
period  preceding  the  date  of  application. 

(3)  If  neither  of  the  preceding  criteria 
apply,  report  only  the  income  of  the 
parent  who  provided  the  greater  support 
for  the  period  commencing  January  1, 


1980  and  ending  12  months  prior  to  the 
date  of  application. 

(e)  If  either  of  the  parents  have  died, 
the  student  shall  report  only  the  income 
of  the  surviving  parent.  If  both  parents 
have  died,  the  student  shall  not  report 
any  parental  income. 

(f)  The  following  rule  applies  if  either 
a  parent  whose  income  is  taken  into 
account  under  paragraph  (d)  of  this 
section,  or  a  parent  who  is  a  widow  or 
widower  and  whose  income  is  taken 
into  account  under  paragraph  (e)  of  this 
section,  has  remarried.  The  income  of 
that  parent’s  spouse  shall  be  included  in 
determining  the  student’s  annual 
adjusted  family  income  if,  in  either  1980 
or  1981,  the  student — 

(1)  Has  received  or  will  receive 
financial  assistance  of  more  than  $1,000 
in  either  of  those  years  from  that  spouse, 
or 

(2)  Has  lived  or  will  live  for  more  than 
six  weeks  in  either  of  those  years  in  the 
home  of  the  parent  and  that  spouse. 

(g)  The  annual  adjusted  family  income 
does  not  include  any  student  financial 
assistance  except  those  veteran’s 
benefits  cited  in  paragraph  (b)(3)  of  this 
section. 

(20  U.S.C.  1070a(a)(3)(B)) 

§  690.33a  Effective  student  income. 

(a)  Effective  student  income  is  the 
annual  adjusted  income  of  the  student 
(and  spouse  for  a  married  student) 
minus  the  Federal  income  tax  paid  or 
payable  for  the  year  that  adjusted  gross 
income  is  used  in  the  calculation  of  the 
student's  Pell  Grant.  However,  if 
estimated  income  is  used,  as  provided 
by  subparagraph  (f)  of  this  section, 
estimated  Federal  income  taxes  will  not 
be  subtracted  in  determining  the 
effective  student  income. 

(b)  “Annual  adjusted  income  of  the 
student  and  spouse”  means,  except  as 
provided  in  paragraphs  (c),  (d),  (e)  and 
(f)  of  this  section,  and  §  690.39 — 

(1)  The  sum  received  in  1980  by  the 
student  and  spouse  from — 

(i)  Adjusted  gross  income,  as  defined 
in  section  62  of  the  Internal  Revenue 
Code; 

(ii)  Investment  income  upon  which  no 
income  tax  need  be  paid.  An  example  of 
such  income  is  the  interest  on  municipal 
bonds;  and 

(iii)  With  the  exception  of  Social 
Security  benefits  for  the  student,  other 
income  upon  which  no  Federal  income 
tax  is  paid.  Examples  of  such  income 
include  child  support  payments,  and 
income  from  income  maintenance 
programs  such  as  welfare  benefits. 

(c)  For  a  Native  American  student,  the 
annual  adjusted  income  of  the  student 
and  spouse  does  not  include  the  income 
received  by  the  student  or  spouse  under 
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the  Distribution  of  Judgment  Funds  Act 
(25  U.S.C.  1401,  et  seq.)  or  the  Alaska 
Native  Claims  Settlement  Act  (43  U.S.C. 
1601,  et  seq). 

(d)  If  a  student  who  is  divorced  or 
separated,  or  if  his  or  her  spouse  has 
died,  the  spouse’s  income  shall  not  be 
considered  in  determining  the  “annual 
adjusted  income  of  the  student  and 
spouse”. 

(e)  The  annual  adjusted  income  of  the 
student  and  spouse  does  not  include  any 
student  financial  assistance. 

(f)  If  a  student  estimates  that  his  or 
her  income  plus  the  income  of  his  or  her 
spouse,  in  the  period  of  June  1, 1981 
through  May  31, 1982,  will  not  exceed  60 
percent  of  effective  student  income  for 
1980,  effective  student  income  will  be 
the  income  estimated  for  that  period. 
Estimated  income  includes  only  the 
income  categories  listed  in  paragraph 

(b). 

(20  U.S.C.  1070a(a)(3)(B)) 

§  690.34  Computation  of  the  expected 
family  contribution  for  a  dependent  student 
from  the  effective  family  income. 

The  expected  family  contribution  for  a 
dependent  student  from  effective  family 
income  is  calculated  as  follows: 

(a)  Determine  the  parents’ 
discretionary  income  by  deducting  the 
following  offsets  from  the  effective 
family  income: 

(1)  A  family  size  offset  in  the  amount 
specified  in  the  following  table: 


Family  Size  Offsets 


Amount 

Family  members: 

2 . 

.  $5,650 

3 . 

.  6.800 

4 . 

.  8,650 

5 . 

.  10,200 

6 . . . . 

.  11,550 

7 . 

.  12,800 

8... . 

.  14,150 

9 . 

.  15,550 

10 . 

.  16,700 

Plus  $1,300  for  each  additional  family 
member  over  10. 

In  determining  the  family  size,  the 
following  rules  apply — 

(i)  If  the  parents  are  not  divorced  or 
separated,  family  members  include  the 
student's  parents,  and  the  dependents  of 
the  student’s  parents. 

(ii)  If  the  parents  are  divorced  or 
separated  and  not  remarried,  family 
members  include  the  parent  whose 
income  is  included  in  computing  the 
effective  family  income  and  that 
parent’s  dependents. 

(iii)  If  the  parents  are  divorced  and 
the  parent  whose  income  is  included  in 
computing  the  effective  family  income 
has  remarried,  or  if  the  parent  was  a 
widow  or  widower  who  has  remarried, 


family  members  also  include,  in  addition 
to  those  people  referenced  in  paragraph 
(a)(l)(ii)  of  this  section,  the  new  spouse 
and  any  dependents  of  the  new  spouse 
if  that  spouse’s  income  is  included  in 
determining  the  effective  family  income. 

(2)  An  unusual  expense  offset  equal  to 
the  amount  by  which  the  sum  of 
unreimbursed  medical  and  dental 
expenses  exceeds  20  percent  of  the 
effective  income  of  the  parents.  The 
expenses  that  may  be  reported  are  those 
expenses  paid  by  the  student’s  parents 
during  1980,  unless  the  student  files  an 
application  with  the  Secretary  under  the 
provisions  of  §  60.39.  In  that  case,  the 
expenses  reported  will  be  those  paid  in 
1981.  The  expenses  of  both  parents  are 
included  only  if  the  incomes  of  both  are 
subject  to  inclusion  in  determining  the 
effective  family  income.  Similarly,  a 
stepparent’s  expenses  are  included  only 
if  his  or  her  income  was  subject  to 
inclusion. 

(3)  An  employment  expense  offset  in 
the  amount  specified  as  follows — 

(i)  If  both  parents  were  employed  in 
the  year  for  which  their  income  is 
reported  and  both  have  their  incomes 
reported  in  determining  the  expected 
family  contribution,  use  the  lesser  of 
$1500  or  50  percent  of  the  earned  income 
(income  earned  by  work)  of  the  parent 
with  the  lesser  earned  income. 

(ii)  If  a  parent  qualifies  as  a  head  of 
household  as  defined  in  section  2  of  the 
Internal  Revenue  Code,  use  the  lesser  of 
$1500  or  50  percent  of  his  or  her  earned 
income.  The  earned  income  figure  to  be 
used  in  all  cases  is  that  figure  for  1980 
unless  the  student  files  an  application 
with  the  Secretary  under  the  provisions 
of  §  60.39.  In  that  case,  the  figure  to  be 
used  is  the  one  for  1981. 

(4)  An  educational  expense  offset 
equal  to  the  tuition  paid  by  the  student’s 
parents  for  dependent  children,  other 
than  the  student,  enrolled  in  elementary 
or  secondary  school.  The  tuition  which 
may  be  reported  is  the  tuition  paid  in 
1980  unless  the  student  files  an 
application  with  the  Secretary  under  the 
provisions  of  §  60.39.  In  that  case,  the 
tuition  reported  will  be  that  paid  in  1981. 

(b)  If  the  parents’  discretionary 
income  is  a  positive  amount,  multiply  it 
by  10.5  percent  to  determine  the 
expected  contribution  from  the  effective 
family  income.  If  the  parent’s 
discretionary  income  is  negative,  there 
is  no  expected  contribution  from  the 
effective  family  income. 

(20  U.S.C.  1070a(a)(3)(B)) 


§  690.34a  Computation  of  the  expected 
family  contribution  for  a  dependent  student 
from  the  effective  student  income. 

The  expected  family  contribution  for  a 
dependent  student  from  effective 
student  income  is  calculated  as  follows: 

(a)  Determine  the  student’s 
discretionary  income  by  deducting  from 
the  effective  student  income  the  relevant 
dependent  student  offset. 

(1)  If  the  parental  discretionary 
income  is  positive,  the  offset  is  as 
follows: 

Dependent  Student  Offset 


Single  student .  $3,000 

Married  student .  4,350 


(2)  If  the  parental  discretionary 
income  is  negative,  the  relevant  offset  in 
paragraph  (1)  is  increased  by  the 
amount  of  that  negative  parental 
discretionary  income  minus  any  amount 
of  the  negative  parental  discretionary 
income  that  will  be  used  as  an  offset 
against  the  contribution  from  parental 
assets  in  §  690.35(d). 

(b)  If  the  student’s  discretionary 
income  is  a  positive  amount,  multiply  it 
by  one  of  the  following  figures  to 
determine  the  expected  contribution 
from  effective  student  income: 

(1)  75  percent  for  the  single  dependent 
student,  or 

(2)  25  percent  for  the  married 
dependent  student. 

(c)  If  the  student’s  discretionary 
income  is  negative,  there  is  no  expected 
contribution  from  the  effective  student 
income. 

(20  U.S.C.  1070a(a)(3)(B)) 

§  690.35  Computation  of  the  expected 
contribution  from  parental  assets. 

The  expected  contribution  from 
parental  assets  is  determined  in  the 
following  manner: 

(a)  If  the  net  assets  do  not  include 
farm  or  business  assets,  deduct  an  asset 
reserve  of  $25,000  from  the  net  assets. 

(b)  If  the  net  assets  include  farm  or 
business  assets  as  defined  in  §  690.32, 
deduct  an  asset  reserve  from  the  net 
assets  as  follows — 

(1)  If  farm  or  business  assets  are  less 
than  farm  or  business  debts,  deduct  an 
asset  reserve  of  $25,000  from  the  net 
value  of  all  assets. 

(2)  If  farm  or  business  assets  exceed 
farm  or  business  debts,  and  the  net 
value  of  non-farm  and  non-business 
assets  is  $25,000  or  more,  deduct  an 
asset  reserve  of, 

(i)  $25,000  from  non-farm  and  non¬ 
business  assets,  and 

(ii)  $25,000  from  farm  and  business 
assets. 

(3)  If  farm  or  business  assets  exceed 
farm  or  business  debts  and  the  net  value 
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of  non-farm  and  non-business  assets  is 
less  than  $25,000,  deduct  an  asset 
reserve  of  $50,000  from  the  net  value  of 
all  assets. 

(4)  If  the  result  obtained  in  paragraphs 

(b)(1),  (2)(ii),  or  (3)  is  a  negative  amount, 
it  shall  be  changed  to  zero. 

(c)  Normally  the  expected 
contribution  from  parental  assets  equals 
five  percent  of  the  remainder  obtained 
in  paragraph  (a)  or  (b). 

(d)  However,  if  the  calculation  of 
discretionary  income  required  by 

§  690.34(a)  produces  a  negative  number, 
the  expected  contribution  from  parental 
assets,  calculated  under  paragraph  (c)  of 
this  section,  shall  be  reduced  by  the 
amount  of  that  negative  discretionary 
income,  or  by  the  amount  obtained  in 
paragraph  (c)  of  this  section,  whichever 
is  less. 

(e) (1)  If  the  student’s  parents  are 
separated,  or  divorced  and  not 
remarried,  only  the  assets  of  the  parent 
whose  income  is  included  in  computing 
annual  adjusted  family  income  shall  be 
considered. 

(2)  However,  if  that  parent  has 
remarried,  or  if  the  parent  was  a  widow 
or  widower  who  has  remarried,  and  the 
parent’s  spouse’s  income  is  also 
included  under  §  690.33,  the  assets  of 
that  parent's  spouse  shall  also  be 
included. 

(20  U.S.C.  1070a(a)(3)(B)) 

§  690.36  Computation  of  the  expected 
contribution  from  effective  family  income 
and  parental  assets,  adjusted  for  the 
number  of  family  members  enrolled  in 
programs  of  postsecondary  education. 

(a)  For  each  grant,  the  amount 
expected  from  effective  family  income 
as  determined  in  §  690.34(b)  is  added  to 
the  amount  expected  from  parental 
assets  as  determined  in  §  690.35. 

(b) (1)  For  each  grant,  the  combined 
expectation  determined  in  paragraph  (a) 
of  this  section  is  adjusted  in  the 
following  manner  for  the  number  of 
family  members  who  will  be  attending, 
on  at  least  a  half-time  basis,  a  program 
of  postsecondary  education  during  the 
award  period  for  which  Pell  Grant 
assistance  is  requested: 

Number  of  family  members  Expected  contribution  per 

enrolled  in  programs  of  student  from  combined 

postsecondary  education  contributions 

1  _ _ _ _ _ ... _ .... _  100  percent  of  the  contribu¬ 

tion  determined  in  para¬ 
graph  (a). 

2  _ ...............................  70  percent  of  the  contribu¬ 

tion  determined  in  para¬ 
graph  (a). 

3  - ... _ _ _ ...... _ ...  50  percent  of  the  contribu¬ 

tion  determined  in  para¬ 
graph  (a). 

4....... _ .................  40  percent  of  the  contribu¬ 

tion  determined  in  para¬ 
graph  (a). 


(2)  Family  members  are  those  persons 
referenced  in  §  690.34(a)(1). 

(20  U.S.C.  1070a(a)(3)(B)) 

§  690.37  Computation  of  the  expected 
contribution  from  the  assets  of  the 
dependent  student  (and  spouse). 

(a)  The  expected  contribution  from  the 
net  assets  of  a  single  dependent  student 
equals  33  percent  of  the  amount  of  those 
assets. 

(b)  The  expected  contribution  from 
the  net  assets  of  the  married  dependent 
student  and  spouse  is  determined  in  the 
following  matter. 

(1)  Deduct  an  asset  reserve  of  $25,000 
from  the  net  assets.  If  the  result  is 
negative,  it  shall  be  changed  to  zero. 

(2)  The  expected  contribution  from  the 
net  assets  of  the  dependent  student  and 
spouse  equals  five  percent  of  the  " 
remainder  obtained  in  paragraph  (1)  of 
this  section. 

(3)  If  the  married  dependent  student  is 
separated,  only  his  or  her  assets  shall  be 
considered. 

(20  U.S.C.  1070a(a)(3)(B)) 

§  690.38  Computation  of  the  total 
expected  family  contribution. 

For  each  grant  the  total  expected 
family  contribution  is  the  sum  of — 

(a)  The  expected  contribution  from  the 
effective  family  income  and  parental 
assets  as  determined  in  §  690.36, 

(b)  The  expected  contribution  from 
effective  student  income  as  determined  • 
in  §  690.34a,  and 

(c)  The  expected  contribution  from  the 
student’s  (and  spouse’s)  assets  as 
determined  in  §  690.37. 

(20  U.S.C.  1070a(a)(3)(B)) 

§  690.39  Extraordinary  circumstances 
affecting  the  expected  family  contribution 
determination  for  a  dependent  student 

(a)  A  student  may  submit  an 
application  to  the  Secretary  for 
determination  of  his  or  her  expected 
family  contribution  using  income  data 
from  1981  for  effective  family  income, 

■  if — 

(1)  A  parentor  stepparent  whose  1980 
income  from  work  must  be  reported 
under  §  690.33  has  lost  his  or  her  job  for 
at  least  10  weeks  during  1981, 

(2)  A  parent  or  stepparent  whose  1980 
income  from  work  must  be  reported 
under  §  690.33  has  been  unable  to 
pursue  normal  income-producing 
activities  for  at  least  10  weeks  during 
1981  because  of  the  occurrence — in  1980 
or  1981— of  (i)  a  disability,  or  (ii)  a 
natural  disaster, 

(3)  A  parent  or  stepparent  whose 
income  must  be  reported  under  §  690.33 
received  unemployment  compensation 
or  nontaxable  income  in  1980  and  had  a 
complete  loss  for  at  least  10  weeks  in 


1981  of  one  of  those  benefits.  A 
nontaxable  benefit,  for  purposes  of  this 
paragraph,  must  be  paid  by  a  public  or 
private  agency,  a  company,  or  a  person 
because  of  a  court  order.  Types  of 
nontaxable  benefits  would  include 
Social  Security  benefits,  welfare,  court 
ordered  child  support,  etc. 

(4)  The  parent(s)  of  the  student  have 
become  separated  or  divorced  after  the 
student  submitted  his  or  her  application. 
If  such  a  separation  or  divorce  is 
between  a  parent  and  a  stepparent,  the 
stepparent’s  income  must  have  been 
reportable  on  the  previous  application 
under  §  690.33  for  this  condition  to 
apply,  or 

(5)  A  parent  or  stepparent  whose  1980 
income  must  be  reported  under  §  690.33 
has  died  after  the  submission  of  an 
earlier  application  for  1981-82. 

However,  if  the  parent  referred  to  in  this 
paragraph  is  the  last  surviving  parent 
with  whom  the  student  has  or  will  have 
a  dependency  relationship  according  to 
§  690.42,  the  student  must  file  an 
application  under  §  690.48(a)(7)  if  he  or 
she  wishes  to  use  income  data  from 
1981. 

(b)  For  an  application  submitted  under 
paragraph  (a)  of  this  section,  the  student 
(and  parent)  shall  include  the  income 
already  received  for  1981  and  an 
estimate  of  the  income  to  be  received  for 
the  remainder  of  that  year. 

(c)  A  student  may  submit  a  revised 
application  to  reflect  changes  in  asset 
amounts  reported  on  the  previously 
submitted  application  if  the  student  or 
his  or  her  family  has  suffered  a  loss  of 
or  damage  to  assets  resulting  from  a 
natural  disaster  in  an  area  that  has  been 
declared  a  national  disaster  area  by  the 
President  of  the  United  States. 

(20  U.S.C.  1070a(a)(3)(B)(i)(V)) 

Subpart  D— Expected  Family 
Contribution  for  an  Independent 
Student 

§  690.41  Indicators  of  financial  strength. 

"Expected  family  contribution”  for  an 
independent  student  means  the  amount 
that  the  student  and  his  or  her  spouse 
may  reasonably  be  expected  to 
contribute  toward  the  cost  of  his  or  her 
education  for  an  award  period.  Each  of 
the  following  elements  of  financial 
strength  will  be  considered  in 
determining  the  family  contribution  for 
an  independent  student; 

(a)  The  effective  family  income  of  the 
independent  student  and  spouse. 

(bj  The  number  of  family  members  in 
the  household  of  the  student  and  spouse. 

(c)  The  number  of  family  members  in 
the  household  of  the  student  and  spouse 
who  are  enrolled  in,  on  at  least  a  half- 
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time  basis,  a  program  of  postsecondary 
education. 

(d)  The  assets  of  the  student  and 
spouse. 

(e)  The  unusual  medical  expenses  of 
the  student  and  spouse. 

(f)  The  additional  expenses  incurred 
when  both  the  student  and  spouse  are 
employed  or  when  the  employed  student 
qualifies  as  a  surviving  spouse  or  as 
head  of  a  household  under  section  2  of 
the  Internal  Revenue  Code. 

(g)  The  tuition  paid  by  the  student  or 
spouse  for  dependent  children  who  are 
enrolled  in  an  elementary  or  secondary 
school. 

(20  U.S.C.  1070a(a)(3)(C)) 

§  69.42  Special  definitions. 

The  definitions  of  “assets”,  “business 
assets”,  “farm  assets”,  “family  size 
offset",  “Federal  income  tax”,  “legal 
guardian”,  "medical  expense”,  “net 
assets",  and  “parent”  are  set  forth  in 
§  690.32. 

“Dependent”  means  (a)  the  student’s 
spouse  (unless  separated  or  divorced 
from  the  student),  (b)  any  of  the 
student’s  or  spouse’s  children  who 
qualify  as  dependent  students  (with 
respect  to  the  student  or  spouse)  and  are 
attending  an  institution  of  higher 
education  on  at  least  a  half-time  basis, 

(c)  other  dependent  children  of  the 
student  or  spouse,  and  (d)  other  persons 
who  live  with  and  receive  more  than 
one-half  of  their  support  from  the 
student  or  spouse  and  will  continue  to 
receive  more  than  one-half  of  their 
support  from  the  student  or  spouse 
during  the  1981-82  award  period. 

“Effective  family  income”  is  described 
in  §  690.43. 

"Employment  expense  offset"  means 
an  allowance  to  meet  expenses  relating 
to  employment  when  both  the 
independent  student  and  his  or  her 
spouse  are  employed  or  when  the 
independent  student  qualifies  as  a 
surviving  spouse  or  as  head  of  a 
household  under  section  2  of  the 
Internal  Revenue  Code. 

"Independent  student”  means: 

(a)  A  student  who  for  1980  and  1981 — 

(1)  Has  not  been  claimed  and  will  not 
be  claimed  as  an  exemption  for  Federal 
income  tax  purposes  by  the  parent(s)  for 
whom  income  must  be  reported 
according  to  §  690.33; 

(2)  Has  not  received  and  will  not 
receive  financial  assistance  of  more 
than  $1,000  in  each  year  from  the 
parent(s)  for  whom  income  must  be 
reported  according  to  §  690.33;  and 

(3)  Has  not  lived  and  will  not  live  for 
more  than  six  weeks  in  each  year  in  the 
home  of  the  parent(s)  for  whom  income 
must  be  reported  according  to  §  690.33. 

(20  U.S.C.  1070a(a)(3)(B)(iii)) 


§  690.43  Effective  family  income. 

(a)  Effective  family  income  is  the 
annual  adjusted  family  income  minus 
the  Federal  income  tax  paid  or  payable 
for  the  year  that  adjusted  gross  income 
is  used  in  the  calculation  of  the  student’s 
Pell  Grant. 

(b)  "Annual  adjusted  family  income” 
means,  except  as  provided  in 
paragraphs  (c),  (d),  and  (e)  of  this 
section  and  §  690.48 — 

(1)  The  sum  received  in  1980  by  the 
student  and  spouse  from — 

(1)  Adjusted  gross  income,  as  defined 
in  section  62  of  the  Internal  Revenue 
Code; 

(ii)  Investment  income  upon  which  no 
Federal  income  tax  is  paid.  An  example 
of  such  income  is  the  interest  on 
municipal  bonds;  and 

(iii)  Other  income  upon  which  no 
Federal  income  tax  need  be  paid. 
Examples  of  such  income  include  child 
support  payments,  and  income  from 
income  maintenance  programs  such  as 
welfare  benefits  and  Social  Security 
benefits. 

(2)  One-half  of  any  veteran’s  benefits 
to  be  paid  to  a  student  under  Chapters 
34  and  35  of  the  United  States  code  for 
the  1981-82  award  period. 

(c)  For  a  Native  American  student,  the 
annual  adjusted  family  income  does  not 
include  the  income  received  by  the 
student  or  spouse  under  the  Distribution 
of  Judgment  Funds  Act  (25  U.S.C.  1401, 
et  seq.)  or  the  Alaska  Native  Claims 
Settlement  Act  (43  U.S.C.  1601,  et  seq  ). 

(d)  In  the  case  of  a  student  who  is 
divorced  or  separated,  or  whose  spouse 
has  died,  the  spouse’s  income  shall  not 
be  considered  in  determining  the  annual 
adjusted  family  income. 

(e)  The  annual  adjusted  family  income 
does  not  include  any  student  financial 
assistance  except  those  veteran’s 
benefits  cited  in  subparagraph  (b)(2). 

(20  U.S.C.  1070a(a){3)  (B)  and  (C)) 

§  690.44  Computation  of  the  expected 
family  contribution  for  an  independent 
student  from  the  effective  family  income. 

The  expected  family  contribution  for 
the  independent  student  from  effective 
family  income  is  calculated  as  follows: 

(a)  Determine  discretionary  income  by 
deducting  the  following  offsets  from  the 
effective  family  income. 

(1)  A  family  size  offset  in  the  amount 
specified  in  the  following  table. 

Family  Size  Offsets 

Amount 

Family  members: 


1  . $4,350 

2  . 5,650 

3  -  6,800 


Family  Size  Offsets— Continued 


Amount 

4 . 

. .  8,650 

5 . 

.  10.200 

6 . 

.  11,550 

7 . 

.  12,800 

8 . 

.  14,150 

9 . 

.  15,500 

10  . 

.  16  700 

Plus  $1,300  for  each  additional  family 
member  over  10. 

In  determining  the  family  size,  the 
following  rules  apply — 

(1)  Family  members  normally  include 
the  student  and  spouse  and  their 
dependents. 

(ii)  However,  if  the  student  is  divorced 
or  separated,  the  spouse  (ex-spouse)  and 
his  or  her  dependents  are  not  counted  in 
the  family  size. 

(2)  An  unusual  expense  offset  equal  to 
the  amount  by  which  the  sum  of 
unreimbursed  medical  and  dental 
expenses  exceeds  20  percent  of  effective 
family  income.  The  expenses  that  may 
be  reported  are  those  expenses  paid  by 
the  student  and  spouse  in  1980,  unless 
the  student  files  an  application  with  the 
Secretary  under  the  provisions  of 

§  690.48.  In  that  case,  the  expenses 
reported  will  be  those  paid  in  1981.  The 
expenses  of  both  the  student  and  spouse 
are  included  only  if  the  incomes  of  both 
are  subject  to  inclusion  in  determining 
the  effective  family  income. 

(3)  An  employment  expense  offset  in 
the  amount  specified  as  follows — 

(i)  If  both  the  student  and  spouse  were 
employed  in  the  year  for  which  their 
income  is  reported  and  both  have  their 
incomes  reported  in  determining  the 
expected  family  contribution,  use  the 
lesser  of  $1500  or  50  percent  of  the 
earned  income  (income  earned  by  work) 
of  the  person  with  the  lesser  earned 
income. 

(ii)  If  a  student  qualifies  as  a  head  of 
household  as  defined  in  section  2  of  the 
Internal  Revenue  Code,  use  the  lesser  of 
$1500  or  50  percent  of  his  or  her  earned 
income. 

The  earned  income  figure  to  be  used 
in  all  cases  is  that  figure  for  1980,  unless 
the  student  files  an  application  with  the 
Secretary  under  the  provisions  of 
i  690.48.  In  that  case  the  figure  to  be 
used  is  the  one  for  1981. 

(4)  An  educational  expense  offset 
equal  to  the  tuition  paid  by  the  student 
and  spouse  for  dependent  children 
enrolled  in  elementary  or  secondary 
school.  The  tuition  that  may  be  reported 
is  the  tuition  paid  in  1980,  unless  the 
student  files  an  application  with  the 
Secretary  under  the  provisions  of 

§  690.48.  In  that  case  the  tuition  reported 
will  be  that  paid  in  1981. 

(20  U.S.C.  1070a(a)(3)(B)) 
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(b)  If  the  discretionary  income  is  a 
positive  amount,  multiply  it  by  one  of 
the  following  figures  to  determine  the 
expected  family  contribution  from  the 
effective  family  income  of  the  student 
and  spouse: 

(1)  75  percent  for  the  single 
independent  student  with  no 
dependents;  or 

(2)  25  percent  for  the  independent 
student  with  one  or  more  dependents 
(including  a  spouse). 

If  the  discretionary  income  is 
negative,  there  is  no  expected  family 
contribution  from  effective  family 
income. 

(20  U.S.C.  1070a(a)(3)(C)) 

§  690.45  Computation  of  the  expected 
contribution  from  the  assets  of  the 
independent  student  (and  spouse). 

(a) (1)  Normally,  the  expected 
contribution  from  the  net  assets  of  the 
single  independent  student  with  no 
dependents  equals  33  percent  of  the 
amount  of  those  assets. 

(2)  However,  if  the  calculation  of 
discretionary  income  required  by 
§  690.44(a)  produces  a  negative  number, 
the  expected  contribution  from  the 
student’s  assets  calculated  under 
paragraph  (a)(1)  of  this  section  shall  be 
reduced  by  the  amount  of  that  negative 
discretionary  income,  or  the  amount 
obtained  in  paragraph  (a)(1)  of  this 
section,  whichever  is  less. 

(b)  For  an  independent  student  with 
dependents,  the  expected  contribution 
from  the  assets  of  the  student  (and 
spouse)  is  determined  in  the  following 
manner: 

(1)  If  the  net  assets  do  not  include 
farm  or  business  assets,  deduct  an  asset 
reserve  of  $25,000  from  the  net  assets. 

(2)  If  the  net  assets  include  farm  or 
business  assets  as  defined  in  §  690.32, 
deduct  an  asset  reserve  from  the  net 
assets  as  follows — 

(i)  If  farm  or  business  assets  are  less 
than  farm  or  business  debts,  deduct  an 
asset  reserve  of  $25,000  from  the  net 
value  of  all  assets. 

(ii)  If  farm  or  business  assets  exceed 
farm  or  business  debts,  and  the  net 
value  of  non-farm  and  non-business 
assets  is  $25,000  or  more,  deduct  an 
asset  reserve  of, 

(A)  $25,000  from  non-farm  and  non¬ 
business  assets,  and 

(B)  $25,000  from  farm  and  business 
assets. 

(iii)  If  farm  or  business  assets  exceed 
farm  or  business  debts  and  the  net  value 
of  non-farm  and  non-business  assets  is 
less  than  $25,000,  deduct  an  asset 
reserve  of  $50,000  from  the  net  value  of 
all  assets. 

(iv)  If  the  result  obtained  in 
paragraphs  (b)(2)(i),  (2)(ii)(B),  or  (2)(iii) 


of  this  section  is  a  negative  amount,  it 
shall  be  changed  to  zero. 

(3)  Normally,  the  expected 
contribution  from  the  net  assets  of  the 
independent  student  with  dependents 
equals  five  percent  of  the  remainder 
obtained  in  paragraph  (b)(1)  or  (2)  of  this 
section. 

(4)  However,  if  the  calculation  of 
discretionary  income  required  by 

§  690.44(a)  produces  a  negative  number, 
the  expected  contribution  from  the 
student’s  (and  spouse's)  assets 
calculated  under  paragraph  (b)(3)  of  this 
section  shall  be  reduced  by  the  amount 
of  that  negative  discretionary  income,  or 
the  amount  obtained  in  paragraph  (b)(3) 
of  this  section,  whichever  is  less. 

(5)  If  the  married  independent  student 
with  dependents  is  separated,  only  his 
or  her  assets  shall  be  considered. 

(20  U.S.C.  1070a(a)(3)  (B)  and  (C)) 

§  690.46  Computation  of  the  total 
expected  contribution  from  the  income  and 
assets  of  the  independent  student  (and 
spouse),  adjusted  for  the  number  of  family 
members  enrolled  in  programs  of 
postsecondary  education. 

(a)  For  each  grant,  the  amount 
expected  from  family  income  as 
determined  in  §  690.44  is  added  to  the 
amount  expected  from  assets  as 
determined  in  §  690.45. 

(b)  For  each  grant,  the  combined 
expectation  determined  in  paragraph  (a) 
of  this  section  is  adjusted  in  the 
following  manner  for  the  number  of 
family  members  who  will  be  attending, 
on  at  least  a  half-time  basis,  a  program 
of  postsecondary  education  during  the 
award  period  for  which  Pell  Grant 
assistance  is  requested: 


Number  of  family  members 
enrolled  in  programs  of 
postsecondary  education 

Expected  contribution  per 
student  from  combined 
contributions 

, 

tion  determined  in  para¬ 
graph  (a). 

determined  in  paragraph 
(a). 

determined  in  paragraph 
(a). 

determined  in  paragraph 
(a). 

Family  members  are  those  persons 
referenced  in  §  690.44(a)(1). 

(20  U.S.C.  10708(a)(3)(C)) 

§690.47  [Reserved] 

§  690.48  Extraordinary  circumstances 
affecting  the  expected  family  contribution 
determination  for  an  independent  student. 

(a)  A  student  may  submit  an 
application  to  the  Secretary  for 
determination  of  his  or  her  expected 


family  contribution  using  income  data 
from  1981  for  effective  family  income 
if — 

(1)  The  student  was  employed  full¬ 
time  in  1980  (at  least  35  hours  per  week 
for  a  minimum  of  30  weeks  during  1980) 
and  is  no  longer  employed  full-time, 

(2)  A  spouse  whose  1980  income  from 
work  must  be  reported  under  §  690.43 
has  lost  his  or  her  job  for  at  least  10 
weeks  during  1981, 

(3)  The  student  or  spouse  whose  1980 
income  from  work  must  be  reported 
under  §  690.43  has  been  unable  to 
pursue  normal  income-producing 
activities  for  at  least  10  weeks  during 
1981  because  of  the  occurrence — in  1980 
or  1981— of  (i)  a  disability  or  (ii)  a 
natural  disaster, 

(4)  The  student  or  spouse  whose 
income  must  be  reported  under  §  690.43 
received  unemployment  compensation 
or  nontaxable  income  in  1980  and  had  a 
complete  loss  for  at  least  10  weeks  in 
1981  of  one  of  those  benefits.  A 
nontaxable  benefit,  for  purposes  of  this 
paragraph,  must  be  paid  by  a  public  or 
private  agency,  a  company,  or  a  person 
because  of  a  court  order.  Types  of 
nontaxable  benefits  would  include 
Social  Security  benefits,  welfare,  court 
ordered  child  support,  etc.  They  would 
not,  however,  include  veterans 
educational  benefits  under  chapters  34 
and  35  of  the  United  States  Code, 

(5)  The  student  has  become  separated 
or  divorced  after  he  or  she  submitted  his 
or  her  application, 

(6)  A  spouse  whose  1980  income  must 
be  reported  under  §  690.43  has  died  after 
the  submission  of  an  earlier  application 
for  1981  or  1982,  or 

(7)  The  student’s  last  surviving  parent 
with  whom  the  student  has  or  will  have 
a  dependency  relationship  according  to 
§  690.42  has  died. 

(b)  For  an  application  submitted  under 
paragraph  (a),  the  student  shall  include 
the  effective  family  income  already 
received  for  1981  and  an  estimate  of  the 
effective  family  income  to  be  received 
for  the  remainder  of  that  year. 

(c)  A  student  may  submit  a  revised 
application  to  reflect  changes  in  asset 
amounts  reported  on  the  previously 
submitted  application  if  the  student  or 
his  or  her  spouse  has  suffered  a  loss  of 
or  damage  to  assets  resulting  from  a 
natural  disaster  in  an  area  that  has  been 
declared  a  national  disaster  area  by  the 
President  of  the  United  States. 

(20  U.S.C.  1070a(a)(3)(B)(i)(V)  and  (a)(3)(C)) 

Appendix — Summary  of  Comments  and 
Responses 

[Editorial  Note.  This  appendix  will  not 
appear  in  the  Code  of  Federal  Regulations.) 
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A  summary  of  the  public  comments  on 
the  proposed  Family  Contribution 
Schedules  (FCS)  published  on  August  1, 
1980,  and  the  Department  of  Education’s 
responses  to  those  comments  appear 
below.  Generally,  the  comments  and 
responses  to  the  specific  sections  of  the 
regulations  appear  in  the  same  sequence 
as  the  regulations  themselves.  However, 
it  should  be  noted  that  the  changes 
made  in  §  §  690.33a  and  690.34a 
concerning  the  treatment  of  dependent 
student  income  were  made  in  response 
to  the  comments  on  the  criterion  for  the 
use  of  estimated  income  for  dependent 
students  which  appear  in  §  690.39. 

Comment 

While  two  commenters  supported  the 
inclusion  of  the  dependent  student’s 
children  in  the  family  size  offset  of  the 
student’s  parents,  three  commenters 
expressed  a  concern  that  dependent 
students  who  did  not  live  with  their 
parents  would  not  be  able  to  include 
their  children  in  the  parent’s  household 
size.  The  commenters  suggested  that  the 
children  of  dependent  students  who 
maintain  a  separate  household  should 
also  be  included. 

Response 

The  dependent  student’s  children  are 
automatically  considered  to  be 
dependents  of  the  student’s  parents.  The 
language  of  the  final  regulation  has  been 
modified  to  make  it  clear  that  children 
of  dependent  students  who  maintain  a 
separate  household  should  be  included 
in  the  household  size  of  the  student’s 
parents.  Clause  (b)  of  that  definition 
now  reads  “any  of  the  student’s 
children.” 

Comment 

One  commenter  recommended  that 
the  dependent  student’s  spouse  should 
be  included  in  the  parent’s  household 
size. 

Response 

The  suggestion  was  not  adopted.  An 
offset  is  provided  for  the  student’s 
spouse  in  determining  the  contribution 
from  the  income  of  the  student  and 
spouse.  Additional  protection  is  also 
provided  in  determining  the  contribution 
from  assets,  i.e.,  there  is  a  $25,000  asset 
protection  allowance,  and  an 
assessment  rate  of  five  percent. 

Comment 

One  commenter  remarked  that 
married  parents  of  a  student  who  is 
ineligible  to  receive  a  Pell  Grant  may 
resent  the  fact  that  a  student  with 
divorced  parents  who  earn  a  higher 
income  may  be  eligible.  Frequently  the 
divorced  parent  with  the  lower  income 


is  the  parent  who  supports  the  child, 
while  the  income  of  the  other  parent  is 
not  considered.  A  second  commenter 
expressed  a  belief  that  parents  have  a 
responsibility  to  support  the  higher 
education  of  their  sons  or  daughters  to 
the  extent  they  are  able,  regardless  of 
their  current  marital  status. 

Response 

Eligibility  is  based  upon  the  amount  of 
financial  support  available  to  the 
student.  If  the  parents  of  a  dependent 
student  are  married,  and  both  parents 
receive  incomes,  both  incomes  must  be 
considered  in  determining  eligibility. 
However,  if  the  parents  of  a  dependent 
student  are  divorced,  financial  support 
from  both  parents  cannot  always  be 
expected.  Since  it  is  not  reasonable 
always  to  expect  a  financial 
contribution  from  both  parents  when  the 
parents  are  divorced,  the  regulation 
provides  that  the  income  to  be  reported 
will  be  that  for  the  "responsible  parent” 
as  set  forth  in  §  690.33. 

Comment 

Two  commenters  expressed  their 
approval  of  the  method  used  to  update 
the  family  size  offset,  but  one 
commenter  thought  the  use  of  the 
Consumer  Price  Index  artificially 
increased  financial  need.  This 
commenter  reasoned  that  the  increase  in 
mortgage  interest  rates,  which  is 
included  in  the  Consumer  Price  Index 
does  not  apply  to  the  majority  of  parents 
with  college-age  dependents,  because 
they  are  normally  home  owners  of  some 
years  standing.  Another  commenter 
questioned  the  variances  in  the  amounts 
for  each  additional  family  member.  For 
example,  the  amount  for  the  difference 
between  six  and  seven  family  members 
is  smaller  than  the  amount  between 
seven  and  eight  family  members. 

Response 

The  Secretary  believes  that  the 
Consumer  Price  Index  is  a  satisfactory 
means  for  calculating  inflation.  While 
not  all  components  that  make  up  any 
measurement  of  inflation  are  applicable 
to  all  families,  the  use  of  the  Consumer 
Price  Index  does  serve  to  provide  the 
average  effects  of  inflation  on  a  family. 

In  the  preamble  to  the  NPRM  the 
Secretary  explained  that  the  standard 
for  determining  basic  family  expenses 
has  been  the  “Weighted  Average 
Thresholds  at  the  Low  Income  Level” 
developed  by  the  Social  Security 
Administration  and  published  by  the 
Bureau  of  the  Census.  When  the  average 
thresholds  are  weighted  by  the  number 
of  children,  there  will  be  variances  in 
the  incremented  amounts  for  each 
additional  family  member.  A  more 


detailed  explanation  can  be  found  in 
“Characteristics  of  the  Low  Income 
Population”  published  by  the  Bureau  of 
the  Census  in  December  1973.  The 
income  figures  from  this  pamphlet  have 
been  updated  to  account  for  inflation. 

Comment 

One  commenter  suggested  that  tuition 
for  early  education  programs  such  as 
pre-school  and  kindergarten  costs 
should  be  included  in  the  educational 
expense  offset,  along  with  elementary 
and  secondary  tuition  costs. 

Response 

The  legislative  provision  that  lists 
educational  expenses  as  a  criterion  in 
calculating  the  expected  family 
contributions  has  been  interpreted  by 
the  Secretary  to  mean  the  tuition  costs 
for  elementary  and  secondary  education 
only.  If  kindergarten  is  considered  to  be 
elementary  education  by  the  State, 
kindergarten  tuition  costs  may  be 
included. 

Comment 

One  commenter  believed  that  more 
consideration  should  be  given  to 
individual  circumstances  in  determining 
the  expected  family  contribution,  citing 
as  an  example  the  additional  expenses 
of  supporting  handicapped  children. 

Response 

In  a  formula-based  program,  it  is  not 
usually  possible  to  have  the  formula 
apply  to  each  individual  in  such  a  way 
that  the  formula  will  result  in  a 
completely  fair  determination  for  all 
individual  situations  that  will  be 
encountered.  In  recognizing  this,  the 
Department  of  Education  has  allowed 
for  more  discretionary  judgment  in  the 
campus-based  programs  (the  National 
Direct  Student  Loan,  College  Work- 
Study  Program,  and  Supplemental 
Educational  Opportunity  Grant).  These 
other  sources  of  financial  aid  are 
available  for  these  students  whose 
circumstances  are  not  fully  taken  into 
account  by  the  Pell  Grant  formula,  but 
who  nevertheless  have  need. 

Concerning  the  specific  example  of 
additional  expenses  incurred  by 
handicapped  students,  however,  the 
Education  Amendments  of  1980  have 
defined  cost  of  attendance  in  a  way  that 
will  increase  such  costs  for  handicapped 
students.  Thus,  beginning  with  the  1981- 
82  award  year — the  period  for  which 
this  formula  will  be  used  to  determine 
Pell  Grant  eligibility — the  program  will 
consider  additional  expenses  incurred 
by  handicapped  students  in  determining 
the  amount  of  a  Pell  Grant  that  such 
students  are  eligible  for. 
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Comment 

Numerous  comments  were  received 
concerning  the  use  of  a  dependent 
student’s  income  in  the  calculation  of 
eligibility  for  a  Pell  Grant.  Two 
commenters  recommended  that 
dependent  student  income  should  be 
deleted,  while  twelve  other  commenters 
suggested  modifications  in  the  method 
of  assessing  this  income.  Two 
commenters  who  wanted  this  section 
deleted  questioned  the  legality  of 
assessing  dependent  student  income. 

Among  those  suggesting 
modifications,  five  commenters  felt  the 
75  percent  assessment  rate  was  too  high. 
One  commenter  suggested  an 
assessment  rate  of  33  percent,  and 
another  preferred  a  rate  of  50  percent. 
The  other  three  commenters  did  not 
suggest  an  alternative  rate. 

Two  commenters  reasoned  that  a 
lower  assessment  rate  would  counteract 
what  they  considered  to  be  double 
counting  a  dependent  student’s  income 
(both  the  base  year  income  and  the 
currently  available  cash  saved  from  that 
income  is  counted  in  certain 
circumstances). 

Three  commenters  suggested  that  the 
entire  treatment  of  the  dependent 
student’s  income  should  be  intertwined 
with  the  treatment  of  the  parent’s 
income.  That  is,  the  incomes  should  be 
added  together  and  assessed  at  the 
parental  rate.  Another  commenter 
suggested  that  the  income  above  the 
dependent  student  offset  should  be 
added  to  discretionary  parental  income 
and  assessed  at  the  parental  rate. 

And,  while  one  commenter  supported 
the  increase  in  the  dependent  student 
offset,  a  second  commenter  thought  the 
offset  created  a  disincentive  to  work, 
and  a  third  commenter  recommended 
that  the  amount  of  the  offset  should  be 
increased  by  an  additional  $2,000  as  an 
“initiative  offset"  so  that  dependent 
students  would  have  a  greater  initiative 
to  work. 

Finally,  two  commenters  supported 
the  increase  in  the  dependent  student 
offset  when  parental  discretionary 
income  is  negative,  but  another 
commenter  questioned  whether  a 
dependent  student  from  an 
impoverished  family  with  a  fairly 
substantial  income  of  his  or  her  own 
will  contribute  that  income  to  the  family. 
This  commenter  cited  a  survey  of 
parents  whose  children  receive  Social 
Security  which  indicated  that  in  only  9.2 
percent  of  the  cases  surveyed  did 
parents  keep  the  student's  share  of 
Social  Security.  The  commenter 
believed  this  survey  refuted  the  premise 
that  a  student  will  contribute  his  or  her 


income  to  the  family  to  pay  for  basic 
living  expenses. 

Response 

Neither  the  suggested  deletion  nor  the 
suggested  modifications  were  adopted. 
Although  many  commenters  offered 
some  viable  alternatives  to  the  proposed 
method  of  assessing  dependent  student 
income,  the  Secretary  does  not  believe 
they  represent  an  improvement  to  the 
procedure  in  the  NPRM.  In  many  cases 
there  were  conflicting  suggestions  for 
modifying  the  same  provision. 

With  regard  to  the  question  of  the 
legality  of  assessing  dependent  student 
income,  we  have  been  advised  by  the 
Office  of  the  General  Counsel  that  the 
Secretary  is  authorized  to  assess  a 
portion  of  a  dependent  student’s  income 
when  calculating  that  student’s  effective 
family  contribution. 

The  Secretary  believes  the  differences 
between  the  suggested  changes  and  the 
current  regulations  relating  to  (1)  an 
assessment  of  the  dependent  student’s 
income  and  (2)  the  size  of  the  offset,  are 
simply  the  result  of  a  different 
perception  as  to  the  amount  of  income 
that  a  dependent  student  should  have 
available  for  education.  Similarly,  the 
question  of  whether  to  include  the 
dependent  student’s  income  with  the 
parent’s  income  or  to  treat  it  separately 
as  is  currently  done,  represents  another 
example  of  a  different  opinion 
concerning  the  contribution  that  should 
be  made  by  a  dependent  student.  The 
Secretary  feels  that  the  current 
approach  is  the  most  equitable  for  the 
majority  of  the  students  involved. 

The  concept  of  double  counting  is 
based  on  the  assumption  that  the 
income  a  student  has  earned  in  the 
previous  year  has  been  saved  and  will 
be  counted  as  an  asset.  Thus,  in  the 
proposed  rule  it  appears  that  the  same 
funds  are  counted  twice — once  for 
income  and  again  for  assets.  However, 
the  income  from  the  previous  year  is 
only  used  as  a  basis  for  determining  the 
income  the  student  will  earn  during  the 
year  that  student  will  be  receiving  a  Pell 
Grant.  The  assets  (savings)  that  the 
student  and  his  or  her  parents  report  are 
those  which  they  have  at  the  time  of 
application.  The  savings  represent  an 
additional  resource  to  the  student  which 
should  be  considered  in  determining  the 
ability  to  pay  for  a  student’s  education, 
regardless  of  whether  those  savings 
come  from  the  previous  year’s  income, 
or  some  other  source. 

Finally,  in  the  past  year,  many 
members  of  the  financial  aid  community 
have  cited  situations  where  a  student 
from  an  impoverished  family  with  a 
fairly  substantial  income  of  his  or  her 
own  has  contributed  a  portion  of  his  or 


her  own  income  to  help  support  that 
family.  A  survey  of  students  who 
receive  Social  Security  is  not  an 
analogous  situation.  Students  who 
receive  Social  Security  are  not 
necessarily  from  impoverished  families, 
nor  do  they  necessarily  receive  a  fairly 
substantial  income.  Also,  the  survey 
cited  by  the  commenter  included  only 
the  number  of  students  who  gave  their 
entire  incomes  to  their  families.  The 
purpose  of  increasing  the  dependent 
student  offset,  when  parental 
discretionary  income  is  negative,  is  to 
account  for  income  that  is  being  used  to 
pay  for  a  family’s  basic  living  expenses  . 
and  therefore,  not  available  for 
educational  expenses.  The  situation  of  a 
student  who  gives  a  portion  of  his  or  her 
income  to  a  low  income  family  is  not  the 
same  as  a  student  who  gives  his  or  her 
entire  Social  Security  income  to  the 
parents. 

Comment 

One  commenter  suggested  that  all 
cooperative  education  earnings  should 
be  excluded  from  the  assessment  of 
dependent  student  income. 

Response 

The  suggestion  was  not  adopted. 
However,  if  a  student  in  a  cooperative 
education  program  has  a  cooperative 
education  job  that  is  considered  to  be 
financial  aid,  §  690.33a(e)  of  these 
regulations  provides  that  the  income 
from  that  job  should  not  be  reported. 
Under  some  circumstances  taxable 
income  can  be  considered  financial  aid. 
For  example,  earnings  from  College 
Work-Study  are  taxable,  but  these 
earnings  should  not  be  reported. 

Similarly,  co-op  earnings  should  not  be 
reported  on  the  application  if  these 
earnings  are  considered  by  the  financial 
aid  office  to  be  part  of  the  student’s 
financial  aid  package. 

Comment 

One  commenter  noted  that  the  family 
size  offset  was  adjusted  to  correspond 
to  the  increase  in  the  Consumer  Price 
Index  but  the  asset  protection 
allowances  have  remained  the  same  for 
three  years.  Another  commenter 
contended  that  home  values  have 
increased  by  10  percent  each  year 
during  the  previous  three  years. 

Response 

The  asset  reserve  of  $25,000  reflects 
the  Secretary's  belief  that  that  figure 
results  in  an  adequate  and  fair 
treatment  of  the  assets  that  a  family 
might  have  at  this  time. 
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Comment 

Two  commenters  suggested  that  the 
adjustment  in  the  parental  contribution 
for  the  number  of  family  members 
enrolled  in  programs  of  postsecondary 
education  should  be  consistent  with  the 
principles  of  uniform  methodology.  That 
is,  the  expected  parental  contribution 
should  be  divided  by  the  number  of 
family  members  enrolled  at  least  half¬ 
time  in  postsecondary  education.  One  of 
these  commenters  also  stated  that  the 
employment  expense  offset  in  §  690.34 
should  also  be  consistent  with  the 
procedures  in  the  Uniform  Methodology. 

Response 

The  suggestion  to  change  the  multiple 
student  adjustment  was  not  adopted.  In 
determining  the  appropriate 
percentages,  the  contributions  expected 
from  different  family  sizes  were 
compared.  These  investigations 
indicated  that  140  percent  of  the 
contribution  for  one  student  would  be  a 
reasonable  assessment  against  the 
family  with  two  students.  Thus,  each 
student  would  receive  70  percent  of  the 
contribution  which  the  family  would 
make  if  there  were  only  one  student  in 
the  family.  Similarly,  150  percent  of  the 
single  student  contribution  seemed 
adequate  for  the  family  with  three 
children  in  postsecondary  education. 
Thus,  each  student  could  expect  50 
percent  of  the  single  student 
contribution  for  each  child  in 
postsecondary  education.  The  Secretary 
considers  a  maximum  of  $1,500  to  be  a 
reasonable  employment  expense  offset 
for  the  Family  Contribution  Schedules. 

Comment 

One  commenter  suggested  that  a 
dependent  student  with  dependents 
should  have  the  same  asset  protection 
allowance  as  a  married  student. 

Response 

The  suggestion  was  not  adopted.  The 
total  number  of  dependent  students  with 
dependents  represents  a  small 
percentage  of  the  Pell  Grant  applicants. 
There  are  two  reasons  for  not  adopting 
this  suggestion  on  the  basis  of  numbers. 
First,  the  program  is  formula  based,  and 
therefore  not  designed  to  accommodate 
all  possible  situations.  Second,  a  major 
effort  is  being  made  to  shorten  and 
simplify  the  application  as  much  as 
possible,  and  the  number  of  dependent 
students  with  dependents  of  their  own  is 
not  large  enough  to  warrant  the 
additional  questions  that  would  be 
needed  on  the  Pell  (Basic)  Grant 
application. 


Comment 

There  were  many  comments  on  the 
proposed  criterion  to  be  used  by  the  Pell 
Grant  Program  to  allow  the  use  of 
estimated  income  for  dependent 
students  in  determining  eligibility.  (Last 
year,  the  student’s  actual  income  from 
the  previous  year  was  always  used.) 

The  proposed  criterion  for  1981-82 
provided  that  dependent  students  who 
were  employed  full-time  for  at  least  30 
weeks  in  1980,  and  were  not  longer 
employed  full-time  in  1981  or  1982  could 
have  their  eligibility  determined  using 
estimated  income  for  1981.  Five 
commenters  expressed  their  unqualified 
support  for  this  proposal.  However,  ten 
commenters  suggested  modifications. 

One  commenter  suggested  that  the 
number  of  weeks  of  full-time 
employment  should  be  reduced  from  30 
to  25.  This  commenter  believed  that  the 
30  week  requirement  discriminated 
against  students  who  begin  their 
enrollment  in  July.  Seven  commenters 
recommended  that  students  who  worked 
less  than  full-time  should  also  be  able  to 
estimate  current  year  income.  These 
commenters  pointed  out  that  many 
students  earn  substantial  incomes 
during  the  summer  and  work  part-time 
in  the  base  year. 

One  commenter  recommended  that  a 
dependent  student  who  worked  part- 
time  during  the  base  year  should  only  be 
able  to  file  for  a  grant  using  estimated 
income  after  September  1, 1981,  and 
another  commenter  suggested  that 
students  file  after  January  1, 1982  if 
current  year  income  is  lower  than  base 
year  income. 

While  one  commenter  believed  that 
the  use  of  a  criterion  allowing  the  use  of 
estimated  income  would  be  an  invitation 
to  fraud  and  abuse  when  students 
discovered  what  the  commenter 
believed  to  be  a  loophole  in  the  base 
year  filing  requirements,  another 
commenter  suggested  that — for 
dependent  student  income — only 
estimates  of  current  year  income  should 
be  used. 

Finally,  a  commenter  suggested  that 
estimated  income  for  a  dependent 
student  should  be  used  only  when  a 
comparison  of  that  dependent  student’s 
income  from  the  previous  year  and  the 
estimate  for  the  income  from  the  current 
year  indicates  that  the  estimated  current 
year  income  will  be  lower  than  the 
previous  year’s  income  by  a  certain 
percentage. 

Response 

The  suggestion  to  assess  the  current 
year  income  of  a  dependent  student 
when  that  income  declines  by  a  certain 
percentage  was  adopted  in  a  modified 


form.  The  Secretary  has  decided  that  the 
dependent  student’s  base  year  income 
should  not  be  used  when  that  student 
estimates  an  income  in  the  1981-82 
school  year  (June  1, 1981-May  31, 1982) 
that  falls  40  percent  below  the  income 
he  or  she  earned  in  calendar  year  1980. 
Such  a  significant  decline  in  income 
should  be  taken  into  account  in 
determining  the  dependent  student’s 
contribution.  Therefore,  appropriate 
changes  have  been  made  in  §  690.33a  to 
reflect  this  change. 

This  change  should  resolve  many  of 
the  problems  that  were  described  by 
most  of  the  commenters  who  suggested 
modifications  in  the  proposed  rule 
concerning  the  use  of  estimated  income 
for  dependent  students.  For  example, 
many  dependent  students  who  will  not 
work  full-time  for  at  least  30  weeks  in 
1980,  but  who  will  have  significant 
declines  in  income  during  the  school 
year  will  still  have  contributions  based 
on  the  1981-82  school  year  income. 

Comment 

There  were  two  suggestions  for 
additional  conditions  that  would  allow 
the  use  of  estimated  income.  One 
commenter  suggested  that  the  loss  of 
Social  Security  benefits  to  the  family 
(for  example,  when  a  child  becomes  18 
the  family  loses  their  entitlement  to 
those  Social  Security  funds)  should  be 
included  as  such  a  condition.  Two  other 
commenters  suggested  that  a  condition 
should  be  added  for  the  parent  who  has 
a  significant  decrease  in  income,  but  is 
not  unemployed.  For  example,  many 
factory  workers  and  commissioned  sales 
personnel  may  have  their  work  weeks 
reduced  or  have  substantial  declines  in 
income  for  other  reasons. 

Response 

Since  the  use  of  estimated  income  is 
restricted  to  extraordinary 
circumstances,  the  Secretary  does  not 
feel  that  a  partial  loss  of  Social  Security 
income  should  be  considered  a  sufficient 
reason  for  estimating  income.  For  the 
same  reason,  a  loss  of  earned  income 
that  is  not  a  result  of  unemployment  has 
not  been  accepted  as  a  sufficient  reason. 
The  Secretary  has  limited  the  use  of 
estimated  income  to  the  most  severe 
circumstances  that  are  likely  to 
significantly  affect  eligibility. 

Comment 

One  commenter  suggested  that  the 
expenses  incurred  for  child  care  should 
be  considered  in  determining  the  family 
contribution  for  an  independent  student. 
The  commenter  felt  this  provision  would 
conform  to  Section  482(d)  of  the  Higher 
Education  Act,  as  amended  by  the 
Education  Amendments  of  1980. 
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Response 

The  suggestion  was  not  adopted.  This 
section  of  the  law  refers  to  the  cost  of 
attendence,  it  does  not  relate  child  care 
costs  to  the  expected  family 
contribution.  The  Pell  Grant  regulations 
will  be  changed  to  include  a  child  care 
allowance  in  the  cost  of  attendance  for 
students  with  dependent  children 
beginning  with  the  1981-82  award  year. 

Comment 

There  were  several  comments  on  the 
dollar  support  figure  that  is  used  in  one 
of  the  critieria  for  determining  the 
independent  status  of  a  student.  Two 
commenters  supported  the  raise  from 
$750  to  $1,000.  Two  commenters  felt  the 
support  figure  should  not  be  raised 
because  it  permits  some  students  to 
qualify  for  aid  without  regard  to  the 
parents’  ability  to  support  these 
students.  Another  comment  wanted  to 
drop  this  criterion  because  the 
commenter  felt  that  many  applicants  do 
not  seriously  consider  this  question  and 
it  is  not  as  relevant  to  dependency  as 
the  residence  or  tax  exemption  criteria. 

Response 

No  change  was  made  in  this  section  of 
the  final  regulations.  The  increase  was 
made  because  the  support  amount  has 
generally  been  tied  to  the  Internal 
Revenue  Service’s  personal  exemption 
amount  which  has  been  increased  to 
$1,000.  This  corresponds  with  another 
criterion  of  dependency — claiming  the 
student  as  a  tax  exemption.  The 
increase  also  takes  into  account  the 
effects  of  inflation.  Finally,  this  criterion 
was  not  deleted  because  the  Secretary 
believes  there  must  be  a  maximum  set 
on  the  amount  of  income  a  student  can 
receive  from  his  or  her  parents  while 
still  claiming  to  be  independent. 

Comment 

One  commenter  suggested  the  phrase 
“or  guardian,’’  should  be  included  along 
with  the  parent  in  the  definition  of  an 
independent  student,  since  the  law 
refers  to  parents  or  guardians  in  the 
provision  concerning  independent 
students. 

Response 

The  suggestion  was  adopted  and 
incorporated  in  the  final  regulation.  The 
definition  of  “legal  guardian"  is  included 
in  Section  690.32. 

Comment 

A  commenter  stated  that  the 
discretionary  income  of  an  independent 
student  with  one  or  more  dependents 
should  be  assessed  at  the  same  rate  as 
the  parental  discretionary  income.  This 


observation  was  based  on  a  provision  in 
the  Education  Amendments  of  1980. 

Response 

As  explained  in  the  preamble  to  these 
regulations,  changes  in  the  Family 
Contribution  Schedules  made  by  the 
Education  Amendments  of  1980  will  not 
become  effective  until  the  1982-83 
academic  year,  and  the  Secretary  does 
not  plan  to  implement  these  changes  a 
year  early  by  regulation. 

Comment 

A  commenter  suggested  that  the 
employment  expense  offset  should  also 
apply  to  dependent  married  couples 
when  one  spouse  works,  and  the  other  is 
a  full-time  student.  The  commenter 
believed  this  was  analogous  to  a 
household  in  which  both  student  and 
spouse  work. 

Response 

The  Secretary  does  not  agree.  The 
additional  expenses  of  employment 
(such  as  clothing  and  transportation)  are 
usually  not  comparable  to  the  expenses 
of  a  student. 

Comment 

A  commenter  stated  that  the 
discretionary  income  of  an  independent 
student  with  one  or  more  dependents 
should  be  assessed  at  the  same  rate  as 
the  parental  discretionary  income.  This 
observation  was  based  on  a  provision  in 
the  Education  Amendments  of  1980. 

Response 

As  explained  in  the  preamble  to  these 
regulations,  changes  in  the  Family 
Contribution  Schedules  made  by  the 
Education  Amendments  of  1980  will  not 
become  effective  until  the  1982-83 
academic  year,  and  the  Secretary  does 
not  plan  to  implement  these  changes  a 
year  early  by  regulation. 
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